



























































SUPPLEMENTARY INFORMATION

Fund Agency # SHARE#
Benefits 342 35000
Risk 342 35100

Administration 342 34900



SCHEDULE 1
New Mexico Public Schools Insurance Authority

STATEMENT OF BUDGETARY BASIS REVENUES
AND EXPENDITURES - BUDGET AND ACTUAL

June 30, 2009
Budget Variance
Total Original as Favorable
Actual Budget Amended (Unfavorable)
Revenues )
Employee insurance and other
insurance premiums $ 320,131,794 335,603,900 335,603,900 (15,472,106)
Interest (loss) and other state funds (5,856,973) 1,663,000 1,663,000 (7,519,973)
Miscellaneous income 2,303,231 1,622,000 1,622,000 681,231
Other financing sources 1,310,000 1,310,000 1,310,000 -
Subtotal 317,888,052 340,198,900 340,198,900 § (22,310,848)
Cash balance carryforward - 3,965,100 3,965,100
Total 317,888,052 344,164,000 344,164,000
Expenditures
Personal services 880,667 853,900 886,800 6,133
Contractual services 333,436,808 341,741,600 341,741,600 8,304,792
Other costs 224,487 258,500 225,600 1,113
Other financing uses 1,310,000 1,310,000 1,310,000 -
335,851,962 344,164,000 344,164,000 8,312,038
Excess of
revenues over expenditures (17,963,910)
Adjustment from modified accrual to accrual basis:
Audit adjustment to adjust claims
expense for reserve for losses and loss
adjustment expenses (2,022,517)
Depreciation expense (25,434)
Audit adjustment to increase
compensated absences (2,561)
Loss on disposal of fixed assets (1,593)
Loss on investment in New Mexico
Local Government Investment Pool (274,316)
Total adjustments to reconcile to GAAP (2,326,421)

Changes in net assets

$ (20,290,331)
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New Mexico Public Schools Insurance Authority

CASH AND CASH EQUIVALENTS - RECONCILIATION
FROM BOOKS TO FINANCIAL STATEMENTS

SCHEDULE 2

June 30, 2009
Cash Balance
Benefits Risk Administration Per Bank
Interest bearing checking accounts:
Bank of America:
Employee benefits contribution depository $ 360,507 $ - 3 - § 360,507
Employee benefits disbursement account - - - -
Risk depository account - 2,630,699 - 2,630,699
Risk disbursement account - - - -
Money Market - Benefits 999,988 - - 999,988
Money Market - Risk - 553,852 - 553,852
Total cash balance per bank 1,360,495 3,184,551 - 4,545,046
Reconciling items:
Less outstanding checks (6,462) - - (6,462)
Total cash and cash equivalents per
the balance sheet $ 1,354,033 $ 3,184,551 $ - $ 4,538,584
New Mexico State Treasurer's State Fund
Investment Pool $ 343231

The outstanding warrants at June 30, 2009 was not provided to NMPSIA by the State Treasurer's Office.
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SCHEDULE 3
New Mexico Public Schools Insurance Authority

PLEDGED COLLATERAL BY BANK

June 30, 2009

Bank of America

Total amount on deposit in bank:

Employee benefits contribution depository 360,507
Employee benefits desbursement account -
Risk Depository account 2,630,699
Risk disbursement account -
Money market - Benefits 999,988
Money market - Risk 553,852

Total on deposit in bank 4,545,046
Less FDIC insurance coverage 250,000

4,295,046

50% collateral requirement 2,147,523
Collateral - 5.5% Fannie Mae mortgage backed pool, due 5-1-33

CUSIP #31385XAZ0O 146,570,229
Collateral - 6.5% FNCL, due 12-1-38

CUSIP #31416BSU3 38,877,146

Total collateral position held by Bank of America, North Carolina 185,447,375

Under insured/collateralized N/A
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New Mexico Public Schools Insurance Authority

ASSETS, LIABILITIES, AND NET ASSETS INFORMATION

SCHEDULE 4

BY FUNCTIONAL ACTIVITY
June 30, 2009
Benefits Risk Administration Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,354,033 $§ 3,184,551 § - $ 4,538,584
New Mexico State Treasurer's State Fund
Investment Pool - - 343,231 343,231
Investments
New Mexico State Treasurer's Local
Government Investment Pool 408,668 44,909,783 - 45,318,451
Accrued interest receivable 659 11,413 - 12,072
Receivables from excess insurers and others, net 499,541 135,362 - 634,903
Prepaid expenses and deposits - 256,180 - 256,180
Total current assets 2,262,901 48,497,289 343,231 51,103,421
NON CURRENT ASSETS
Investments — long-term 16,341,415 10,894,302 - 27,235,717
Capital assets, net - - 445,117 445,117
Total non current assets 16,341,415 10,894,302 445,117 27,680,834
Total assets $ 18,604,316 § 59,391,591 § 788,348 § 78,784,255
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Reserves for losses and loss adjustment expenses $ 23,183,780 § - 8 - § 23,183,780
Unearned premium revenue and carrier advances 127,119 - - 127,119
Due to insurance carriers for claims paid 2,952,966 109,286 - 3,062,252
Accounts payable 1,188,879 123,794 41,203 1,353,876
Accrued payroll - - 19,685 19,685
Accrued compensated absences - - 66,790 66,790
Total current liabilities 27,452,744 233,080 127,678 27,813,502
NON CURRENT LIABILITIES
Reserve for losses and loss adjustment expenses - 47,168,861 - 47,168,861
Total liabilities 27,452,744 47,401,941 127,678 74,982,363
NET ASSETS
Reserved for future benefits (deficit) (8,848,428) 11,989,650 - 3,141,222
Invested in capial assets - - 445,117 445,117
Unrestricted - - 215,553 215,553
Net assets (deficit) (8,848,428) 11,989,650 660,670 3,801,892
Total liabilities and net assets $ 18,604,316 $ 59,391,591 § 788,348 § 78,784,255
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New Mexico Public Schools Insurance Authority

SCHEDULE 5

REVENUES, EXPENSES, NON OPERATING REVENUES AND EXPENSES, AND NET ASSETS
INFORMATION BY FUNCTIONAL ACTIVITY

REVENUES
Participant premiums
Settlement reimbursements and rebates

Total revenues

EXPENSES
Losses and loss adjustment expenses,
net of excess recoveries
Premiums for health maintenance
organizations, life, disability,
dental insurance, property/
liability, workers compensation,
and boiler and machinery
Insurance servicing and administration fees
General and administrative

Total expenses
Operating income (loss)
NON OPERATING REVENUES AND
EXPENSES
Investment income, gains and (losses)
Other income
(Loss) on disposal of fixed assets
Total non operating revenues
Transfers in (out)
CHANGES IN NET ASSETS

Net assets, beginning of year

Net assets, end of year

June 30, 2009

Benefits Risk Administration Total
$265,344,858  $54,786,936 $ - $320,131,794
2,111,868 - - 2,111,868
267,456,726 54,786,936 - 322,243,662
258,635,138 23,704,086 . 282,339,224
10,791,085 21,594,981 - 32,386,066
16,720,927 3,830,465 - 20,551,392
- - 1,315,792 1,315,792
286,147,150 49,129,532 1,315,792 336,592,474
(18,690,424) 5,657,404 (1,315,792) (14,348,812)
(3,864,668) (2,266,621) - (6,131,289)
191,358 5 - 191,363
. - (1,593) (1,593)
(3,673,310) (2,266,616) (1,593) (5,941,519)
(655,000) (655,000) 1,310,000 -
(23,018,734) 2,735,788 (7,385) (20,290,331)
14,170,306 9,253,862 668,055 24,092,223
$ (8,848,428) $11,989,650 $ 660,670 $ 3,801,892

Note: The information above reflects the functional activities of NMPSIA and includes transfers of reserves as
approved and authorized by management, the Board of Directors, and the New Mexico State Legislature.
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New Mexico Public Schools Insurance Authority
TEN-YEAR CLAIMS DEVELOPMENT INFORMATION (UNAUDITED)

June 30, 2009 and 2008

The following table illustrates how NMPSIA’s earned revenues (net of reinsurance) and investment
income compare to related costs of loss (net of loss assumed by re-insurers) and other expenses assumed
by NMPSIA as of the end of each of the last ten years. The rows of the table are defined as follows:

(1)

@)

®3)

(4)

)

(6)

This line shows the total of each fiscal year’s earned contribution revenues and investment
revenues.

This line shows each fiscal year’s other operating costs, including overhead and claims expense
not allocable to individual claims.

This line shows NMPSIA’s incurred claims and allocated claim adjustment expense (both paid
and accrued) as originally reported at the end of the first year in which the event that occurred
triggered coverage under the contract (called policy year).

This section of ten rows shows the cumulative amounts paid as of the end of successive years for
each policy year.

This section of ten rows shows how each policy year’s incurred claims increased or decreased as
of the end of successive years. This annual re-estimation results from new information received
on known claims, reevaluation of existing information on known claims, as well as emergence of
new claims not previously known.

This line compares the latest re-estimated incurred claims amount to the amount originally
established (line 3) and shows whether the latest estimate of claims cost is greater or less than
originally thought. As data for individual policy years mature, the correlation between original
estimates and re-estimated amounts is commonly used to evaluate the incurred claims currently
recognized in less mature policy years.

The columns of the table show data for successive policy years.
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"24 Years of Excellence"”

1422 Pasco de Peralta

Post Office Box 1847

Santa Fe, New Mexico 87504
(505) 983-3387

(505) 988-2505 FAX

(800) 983-1040 Toll Free
ba«ebarraciough.com
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Certified Public Accountants & Consultants

Principals
John E. Barraclough, Jr., C.P.A.
Annette V. Hayden, C.P.A.
Sandra M. Shell, C.P.A/AB.V,, C.V.A.
Joseph A. Sisneros, C.P.A.

Managers
Douglas W. Fraser, C.P.A.
Laura Parker, C.P.A.
Rick W. Reynolds, C.P.A.
Katherine M. Rowe, C.P.A.
Tracy Ann Stoddart, C.P.A.
Rhonda G. Williams, C.P.A.

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING

STANDARDS

Mr. Hector H. Balderas, New Mexico State Auditor

and
Board of Directors

New Mexico Public Schools Insurance Authority

We have audited the financial statements of the business-type activities of the New Mexico Public Schools
Insurance Authority, as of and for the years ended June 30, 2009 and 2008, which collectively comprise the
New Mexico Public School Insurance Authority’s basic financial statements and have issued our report
thereon dated November 23, 2009. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in

Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered New Mexico Public Schools Insurance Authority’s
(NMPSIA) internal control over financial reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the NMPSIA’s internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the NMPSIA’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects NMPSIA’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than

inconsequential will not be prevented or detected by NMPSIA’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by NMPSIA’s internal control.

‘ Member
L Division for CPA Firms AICPA
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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the New Mexico Public Schools Insurance
Authority’s financial statements are free of material misstatements, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of the financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information of management, the board of directors of New Mexico
Public Schools Insurance Authority, the State Auditor, the Department of Finance and Administration and
the New Mexico State Legislative is not intended to be and should not be used by anyone other than these

specified parties.

November 23, 2009
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New Mexico Public Schools Insurance Authority

STATUS OF PRIOR YEAR AUDIT FINDING AND
EXIT CONFERENCE

June 30, 2009

Exit Conference

An exit conference was held on December 3, 2009 to discuss the current report. There were no current
year or prior year auditors’ findings. Those in attendance were as follows:

New Mexico Public Schools Insurance Authority

Sammy J. Quintana, Executive Director
Christy Edwards, Deputy Director
Robert P. Romero, Comptroller
Lowell Irby, President of the Board
Kathy Knoll, Board Member
Esther Marquez, Board Member

Barraclough & Associates, P.C.

Douglas W. Fraser, CPA, Senior Audit Manager

The financial statements were prepared by Barraclough & Associates, P.C. with assistance provided by
NMPSIA personnel. NMPSIA is responsible for the fair presentation of the financial statements.

Barraclough & Associates, P.C. would like to acknowledge the courtesy and assistance extended to us
during the course of the audit.
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